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Ulrich & Associates, PC

Certified Public Accountants

ACCOUNTANTS' REVIEW REPORT

The Board of Directors
South Weber Water Improvement District
South Weber, Utah

We have reviewed the accompanying statement of net assets of South Weber Water Improvement
District as of December 31, 2005, and the related statement of revenues, expenses, and changes in fund
net assets and cash flows for the year then ended, in accordance with Statements on Standards for
Accounting and Review Services issued by the American Institute of Certified Public Accountants. All
information included in these financial statements is the representation of the management of South

A review consists principally of inquiries of District’s personnel and analytical procedures applied to
financial data. It is substantially less in scope than an audit in accordance with generally accepted
auditing standards, the objective of which is the expression of an opinion regarding the financial
statements taken as a whole. Accordingly, we do not express such an opinion.

The management's discussion and analysis and budgetary comparison information, as listed in the table’
of contents, are not a required part of the basic financial statements but are supplementary information
required by the Governmental Accounting Standard Board. We have compiled the supplementary
information, from information that is the representation of management, without audit. Accordingly,
we do not express an opinion or any other form of assurance on the supplementary information.

Based on our review, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them to be in conformity with generally accepted
accounting principles. '

Yol F ks, 2

February 24, 2005

Members of Utah Association of CPA’s | American Institute of CPA's

Charles E. Ulrich, CPA | Michael E. Ulrich, CPA 4991 South Harrison ; Ogden, Utah 84403
Cathie Hurst, CPA | Heather Christopherson. CPA Tel] 801.627.2100 ] Fax] 801.475 6548
veebsite] wwav ulvichepa.com cmal] alriche ulrichepa.com
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South Weber Water Improvement District

Management's Discussion and Analysis

December 31, 2005
L

As management of the South Weber Water Improvement District, we offer readers of the District's
financial statements this narrative overview and analysis of the financial activities of the South

Weber Water Improvement District for the fiscal year ended December 31, 2005.

Financial Highlights

The total net assets of $1,704,776 is made up of $1,389,612 in capital, and other net assets of
$315,164.

Operating revenues exceeded expenditures by $21,632. This includes a non-cash charge for
depreciation of $45,205.

Reporting the District as a Whole

This discussion and analysis is intended to serve as an introduction to the District's basic
financial statements. The South Weber Water Improvement District's basic financial statements
comprise three components 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements.

The government-wide financial statements are designed to provide readers with a broad
overview of the South Weber Water Improvement District's finances, in a manner similar to a
private-sector business.

The statements of net assets presents information on all of the South Weber Water
Improvement District's assets and liabilities, with the difference between the two reported as
net assets. Over time, increases or decreases in net assets may serve as a useful indicator of
whether the financial position of the South Weber Water Improvement District is improving
or deteriorating. However, you will also need to consider other nonfinancial factors.

The statement of revenue, expenses, and changes in fund net assets presents information
showing how the District's net assets changed during the fiscal year reported. All changes in
net assets are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus all of the current year's revenues and
expenses are taken into account regardless of when cash is received or paid.
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South Weber Water Improvement District

Management's Discussion and Analysis
December 31, 2005

Both of the government-wide financial statements distinguish functions of the South Weber
Water Improvement District that are principally supported by taxes and intergovernmental
revenues (governmental activities) from other functions that are intended to recover all or a
significant portion of their costs through user fees and charges (business-type activities). The
District operates with only business-type activities.

Reporting the District's Most Significant Funds

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The South Weber Water Improvement
District also uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. The Districts' only fund is proprietary.

Proprietary funds - South Weber Water Improvement District maintains one type of
proprietary fund. Enterprise funds are used to report the same functions presented as business-
type activities in the government-wide financial statements. The South Weber Water
Improvement District uses enterprise funds to account for its Irrigation Water Fund.

As determined by generally accepted accounting principles, all enterprise funds meet the
criteria of major fund classification.

Government-wide Financial Analysis

Net assets, over time, are intended to serve as an indicator of a government's financial position.
In the case of the South Weber Water Improvement District, assets exceeded liabilities by
$1,704,776 a decrease of $17,223 over the prior year. This decrease was largely due to
depreciation. By far, the largest portion of the South Weber Water Improvement District's net
assets 1s its investment in capital assets (e.g., land, reservoir, water lines, machinery and
equipment, etc). The District uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. For years prior to 2003, the
District has received property tax revenue for the purpose of paying of General Obligation Bond
debt. That debt was retired in 2004; hense, the need for the property tax revenue has come to an
end.
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South Weber Water Improvement District

Management's Discussion and Analysis
December 31, 2005

Statement of Net Assets

Current and other assets
Capital assets

Total assets

Long-term debt outstanding

Other liabilities
Total liabilities

Net Assets:

Invested in capital assets, net of debt

Unrestricted

Total net assets

Changes in Net Assets

Revenues:
Program revenues:
Charges for services

General revenues:
Property taxes
Interest income

Total revenues
Expenses:
Irrigation water

Total expenses

Increase (decrease) in net assets

Net assets, beginning of year

Net assets, end of year

Business-Type Activities

2005 2004
$ 318,832 311,351
1,389,612 1,411,785
1,708,444 1,723,136
3,668 1,137
3,668 1,137
1,389,612 1,411,785
315,164 310,214
$ 1,704,776 1,721,999

Business-Type Activities

2005 2004
$ 190,479 195,257
4,785 28,620
4,409 4,628
199,673 228,505
216,896 213,221
216,896 213,221
(17,223) 15,284
1,721,999 1,706,715
$ 1,704,776 1,721,999




South Weber Water Improvement District

Management's Discussion and Analysis
December 31, 2005

Capital Asset Administration

Capital assets - The South Weber Water Improvement District's investment in capital assets for its
business-type activities as of December 31, 2005, amounts to $23,032 of equipment and
improvements. The total decrease in the District's investment in fixed assets for the current year was
1.57% (due to depreciation exceeding new purchases).

Major capital asset events during the current fiscal year included the following:

$9,549 for water line maps
$1,404 for computer equipment
$1,208 for equipment

$10,871 for reservior liner

South Weber Water Improvement District's Capital Assets
Business-Type

Activities
2005

Land $ 31,000
Buildings 21,400
Improvements 43,031
Distribution mains and reservoir 2,172,737
Machinery and equipment 66,372
Less: Accumulated depreciation (944,928)

Total $ 1,389,612

Additional information on the District's capital assets can be found in the notes of this report.
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South Weber Water Improvement District

Statement of Net Assets
December 31, 2005

Business-type

Activities
Assets
Cash and cash equivalents $ 207,218
Accounts receivable - net 731
Investment in water rights 104,731
Deposits 1,600
Prepaid expenses 4,552
Capital assets (net of accumulated depreciation):
Land 31,000
Buildings 14,267
Reservoir, water lines and improvements 1,319,052
Improvements 8,736
Machinery and equipment 16,557
Total assets 1,708,444
Liabilities
Accounts payable and accrued liabilities 3,668
Total habilities 3,668
Net Assets
Invested in capital assets, net of related debt 1,389,612
Unrestricted 315,164
Total net assets $ 1,704,776

]
See accompanying notes and accountants' report.
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South Weber Water Improvement District
Statement of Revenues, Expenses, and Changes in Fund Net Assets

Proprietary Funds
For the Year Ended December 31, 2005

R

Operating Revenues

Water assessment fees $ 180,979
Tax assessments 4,785
Connection fees 9,500
Miscellaneous -

Total operating revenues 195,264

Operating Expenses

Administrative expenses 3,098
Bank charges 2
Conservation officer 6,584
Contractors 9,524
District salaries 29,692
Insurance 6,184
Depreciation and amortization 45,205
Miscellaneous 4,592
Office supplies 2,919
Payroll taxes 4,188
Plumbing supplies 5,256
Professional services 4,989
Utilities 2,363
Water assessment 92,300
Total operating expenses 216,896
Operating income (21,632)
Nonoperating Revenues (Expenses)
Interest revenue 4,409
Total nonoperating revenues (expenses) 4,409
Change in net assets (17,223)
Total net assets - beginning 1,721,999
Total net assets - ending $ 1,704,776

-
See accompanying notes and accountants' report.




South Weber Water Improvement District
Statement of Cash Flows

Proprietary Funds
For the Year Ended December 31, 2005

Water Fund
Cash Flows From Operating Activities
Receipts from customers $ 194,533
Payments to suppliers (141,920)
Payments to employees (29,692)
Net cash provided (used) by operating activities 22,921
Cash Flows From Investing Activities
Purchase of equipment (23,032)
Interest and dividends received 4,409
Net cash provided (used) by investing activities (18,623)
Net increase (decrease) in cash and cash equivalents 4,298
Cash and cash equivalents - beginning 202,920
Cash and cash equivalents (deficit) - end $ 207,218

Reconciliation of Operating Income to Net Cash Provided

(Used) By Operating Activities:
Operating income $ (21,632)
Adjustments to reconcile operating income to net cash

provided (used) by operating activities:

Depreciation expense 45,205
(Increase)/decrease in accounts receivable (731)
(Increase)/decrease in prepaid expense (4,252)

(Increase)/decrease in deposits 1,800

Increase (decrease) in accounts payable 2,531

Total adjustments 44,553

Net cash provided (used) by operating activities $ 22,921

-
See accompanying notes and accountants' report.
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South Weber Water Improvement District
Notes to Financial Statements
December 31, 2005

Note 1 - Summary of Significant Accounting Policies

Reporting Entity

The District is the entity for financial reporting purposes. As required by generally accepted
accounting principles, these financial statements present the District and its component units,
entities for which the District is considered to be financially accountable. Blended component
units, although legally separate entities, are, in substance, part of the District's operations and so
data from these units are combined with data of the primary government. However, there are
no component units required to be included in the District's financial statements, nor is the
District a component unit of another government entity.

Organization

The District was created in 1969 pursuant to applicable Utah Law and is currently operating to
develop and distribute pressurized irrigation water to an area of 815 acres. The District
encompasses approximately the southeastern half of the City of South Weber, an incorporated
city with a population of approximately 2,000 people.

Government-wide and fund financial statements

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the non-fiduciary activities of the primary
government and its component units. Governmental activities, which normally are supported by
taxes and intergovernmental revenues, are reported separately from business-type activities,
which rely to a significant extent on fees and charges for support. Likewise, the primary
government is reported separately from certain legally separate component units for which the
primary government is financially accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function or segment, Program revenues include 1) charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and 2) grants and contributions that are
restricted to meeting the operational or capital requirements of a particular function or segment.
Taxes and other items not properly included among program revenues are reported instead as
general revenues.

12




South Weber Water Improvement District

Notes to Financial Statements-Continued
December 31, 2005

.
Note 1 - Summary of Significant Accounting Policies - continued

Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial
statements. Major individual governmental funds and major individual enterprise funds are
reported as separate columns in the fund financial statements. However, the Districts' only
fund is proprietary.

Measurement focus, basis of accounting, and financial statement presentation

The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as
revenues in the year for which they are levied. Grants and similar items are recognized as
revenue as soon as all eligibility requirements imposed by the provider have been met.

Property taxes and interest associated with the current fiscal period are all considered to be
susceptible to accrual and so have been recognized as revenues of the current fiscal period.

The District reports the following major proprietary fund:

The irrigation water fund accounts for the operations of the District's irrigation water.

Private-sector standards of accounting and financial reporting issued prior to December 1,
1989, generally are followed in both the government-wide and proprietary fund financial
statements to the extent that those standards do not conflict with or contradict guidance of the
Governmental Accounting Standards Board. Governments also have the option of following
subsequent private-sector guidance for their business-type activities and enterprise funds,
subject to this same limitation. The District has elected not to follow subsequent private-sector
guidance.

Amounts reported as program revenues include 1) charges to customers or applicants for
goods, service, or priviléges provided, 2) operating grants and contributions, and 3) capital
grants and contributions. Internally dedicated resources are reported as general revenues rather
than as program revenues. Likewise, general revenues include all taxes.

13
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South Weber Water Improvement District

Notes to Financial Statements-Continued
December 31, 2005

.
Note 1 - Summary of Significant Accounting Policies - continued

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations. The
principal operating revenues of the enterprise fund are charges to customers for sales and
services. The fund also recognizes as operating revenue the portion of water connection fees
intended to recover the cost of connecting new customers to the system. Operating expenses
for enterprise funds include the cost of sales and services, administrative expenses, and
depreciation on capital assets. All revenue and expenses not meeting this definition are
reported as nonoperating revenues and expenses

When both restricted and unrestricted resources are available for use, it is the government's
policy to use restricted resources first, then unrestricted resources as they are needed.

Assets, habilities, and net assets or equity

1. Deposits and investments

The District’s cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from
the date of acquisition.

The investment in water rights represents the cost to the District of 360 shares of Davis
and Weber Counties Canal Company Stock. As mentioned in Note 4, 358 shares were
transferred to Weber Basin Water Conservancy District on December 17, 1984 for the
purpose of acquiring the water rights to 2,506 acre feet of untreated water for irrigation
usage.

Property taxes are collected by the County Treasurer and remitted to the District shortly
after collection. Property taxes are levied based on property values as of January 1 of
each year, with liens posted as of the same date. Taxes are due and payable on November
1 and delinquent after 12 o'clock noon on November 30 of each year.

14
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South Weber Water Improvement District

Notes to Financial Statements-Continued
December 31, 2005

Note 1 - Summary of Significant Accounting Policies - continued
2. Capital assets

Capital assets, which include property, plant, and equipment, are reported in the
applicable government or business-type activities columns in the government-wide
financial statements. Capital assets are defined by the government as assets with an
initial, individual cost of more than $1,000 and an estimated useful life in excess of two
years. Such assets are recorded at historical cost or estimated historical cost if purchased
or constructed. Donated capital assets are recorded at estimated fair market value at the
date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset of
materially extend assets lives are not capitalized.

Property, plant, and equipment of the primary government, as well as the component
units, is depreciated using the straight line method over the following estimated useful

lives:
Assets __ Years
Buildings 30
Building improvements 15
Reservoir and water lines 60
Vehicles 5
Equipment 7

Note 2 - Stewardship, Compliance, and Accountability

Budgetary information

Budgets are prepared and adopted, in accordance with State law, by the District Board on a
basis consistent with accounting principles generally accepted in the United States of America.
Annual appropriated budgets are adopted for the enterprise fund. Tentative budgets must be
adopted on or before December 15th for the following year, beginning January 1. Budgets may
be increased by resolution of the District Board at any time during the year. A public hearing
must be held regarding any proposed increase in a funds' appropriations. The budget is adopted
by fund, function and department. The legal level of budgetary control is the function level.
Appropriations lapse at December 31.

15
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South Weber Water Improvement District

Notes to Financial Statements-Continued
December 31, 2005

Note 2 - Stewardship, Compliance, and Accountability - Continued

Utah State law states that expenditures being made in excess of those budgeted, is an illegally
created debt in violation of the Utah Constitution. As such the total illegally created deficit
should be budgeted to be made up in the following fiscal year. Deficits arising from
emergencies are not illegal and may be retired over 5 years.

Note 3 - Detailed Notes on all Funds

Deposits and investments

The District maintains multiple cash accounts. Additionally, the District utilizes certificates of
deposits. The District has no investments at this time.

The District's deposit and investment policy is to follow the Utah Money Management Act.

Utah State law requires that District funds be deposited with a "qualified depository" as defined
by the Utah Money Management Act. "Qualified depository" includes any depository
institution which has been certified by the Utah State Commissioner of Financial Institutions as
having met the requirements as defined in Rule 11 of the Utah Money Management Act. Rule
11 establishes the formula for determining the amount of public funds which a qualified
depository may hold in order to minimize risk of loss and defines capital requirement which an
Institution must maintain to be eligible to accept public funds.

The Utah Money Management Act also governs the scope of securities allowed as appropriate
temporary investments for the District and conditions for making investment transactions.
Investment transactions are to be conducted through qualified depositories or primary reporting
dealers.

As of December 31, 2005, the District had the following deposits and investments:

Fair value
Cash on deposit $207,786

Interest rate risk The District manages its exposure to declines in fair value by only investing

in certificates of deposit.

Custodial credit risk This is the risk that in the event of a bank failure, the government's
deposits may not be returned to it. As of December 31, 2005, $41,929 of the $207,218 balance
of deposits was exposed to custodial credit risk because i1t was uninsured and uncollateralized.

16




C000000000000000000000000000000000C00O0CPCOCGONOOOS

South Weber Water Improvement District

Notes to Financial Statements-Continued
- December 31, 2005

Note 3 - Detailed Notes on all Funds - Continued

Captions on the statement of net assets related to cash and investments are as follows:

Cash and savings $ 74,878
Certificates of deposit 132,340
Total cash and cash equivalents $207,218

Note 3 - Detailed Notes on all Funds - Continued

Capital assets

Capital asset activity for the year ended December 31, 2005 was as follows:

Beginning Ending
Balance Increases Decreases Balance
Business-type activities:
Capital assets not being depreciated:
Land $ 31,000 - - 31,000
Capital assets being depreciated:
Buildings and improvements 64,431 - - 64,431
Distribution. mains and reservoir 2,161,866 10,871 - 2,172,737
Machinery and equipment 54,213 12,159 - 66,372
Total capital assets being depreciated 2,280,510 23,030 - 2,303,540
Less accumulated depreciation for:
Buildings and improvements 37,897 3,531 - 41,428
Distribution mains and reservoir 814,218 39,467 - 853,685
Machinery and equipment 47,610 2,205 - 49,815
Total accumulated depreciation 899,725 45,203 - 944928
Total capital assets, being depreciated, net 1,380,785 (22,173) - 1,358,612
Business-type activities capital assets, net $ 1,411,785 (22.173) - 1,389,612

Depreciation expense was charged to functions/programs of the primary government as
follows:

Business-type activities:
Irrigation water fund $ 45,205

17
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South Weber Water Improvement District

Notes to Financial Statements-Continued
December 31, 2005

Note 4 - Other information

Risk management

The District is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; and natural disasters for which the government
carries commercial insurance.

Contractual agreements

On December 27, 1984 the District contracted with Weber Basin Water Conservancy District
for an allotment of 2,506 acre-feet per year of untreated water for irrigation usage. For such
water rights, the District agreed to transfer to Weber Basin Water Conservancy District 358
Shares of Davis and Weber Counties Canal Company Stock and pay additional annual
assessments thereafter. Current annual assessments are estimated to be $94,000.

18
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@
® South Weber Water Improvement District
® Schedule of Revenues and Expenses
® Actual Compared To Budget Basis
® For the Year Ended December 31, 2005
®  ————————————————— ..
Q Adjustment Actual on Variance
® to Budgetary Budgetary Favorable
. Actual Basis Basis Budget (Unfavorable)
® Operating Revenues
@ Waterassessment fees $ 1 80,979 - 180,979 186,000 (5,021)
@ Tax assessments 4,785 - 4,785 - 4,785
o Connection fees 9,500 - 9,500 9,500 -

Miscellaneous - - - - -
o

Total operatin
® p g
. revenues 195,264 - 195,264 195,500 (236)
erating Expenses
P Operating Exp

9 Administrative expenses 3,098 - 3,098 3,000 (98)

Bank charges 2 - 2 2 -
@

Conservation officer 6,584 - 6,584 7,100 516
;. Contractors 9,524 - 9,524 10,000 476
’ District salaries 29,692 - 29,692 30,000 308
® Insurance 6,184 - 6,184 7,000 816
. Depreciation 45,205 (45,205) - - -
® Miscellaneous 4,592 - 4,592 4,500 (92)
’ Office supplies 2,919 - 2,919 3,000 81
. Payroll taxes 4,188 - 4,188 5,000 812
® Plumbing supplies 5,256 - 5,256 3,000 (2,256)
Q Professional services 4,989 - 4,989 5,000 | 11
4  Utilities 2,363 - 2,363 3,000 637
@ Capital improvements - 23,032 23,032 25,000 1,968
. Water assessment 92,300 - 92,300 92,300 -
® Total operating
® expenses 216,896 (22,173) 194,723 197,902 3,179
o Operating income (21,632) 22,173 541 (2,402) 2,943
: Nonoperating Revenues
, . Interest revenue 4,409 - 4,409 3,500 909
. Total nonoperating
- revenues 4,409 - 4,409 3,500 909
o Net income $  (17,223) 22,173 4,950 1,098 3,852
’ A —————————————————— .
[ : 20 See accountants' report.
@




